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OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  15  day  of  October  .  2008,  between  Rodney  L.  Watson  and  Barbara  F.  Watson,  husband  and  wife, 
Lessor  (whether  one  or  more),  whose  address  is:  7421  Royal  Troon  Drive,  Fort  Worth,  Texas  76179  and  XTO  Energy  Inc.,  whose  address  is: 
810  Houston  St,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH: 

1 .  Lessor,  in  consideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged,  and  of  the  covenants  and 
agreements  of  Lessee  hereinafter  contained,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  hereby  for  the  purposes  and  with  the 
exclusive  right  of  exploring,  drilling  mining  and  operating  for,  producing  and  owning  oil,  gas,  sulphur  and  all  other  minerals  (whether  or  not  similar  to 
those  mentioned),  together  with  the  right  to  make  surveys  on  said  land,  lay  pipe  lines,  establish  and  utilize  facilities  for  surface  or  subsurface 
disposal  of  salt  water,  construct  roads  and  bridges,  dig  canals,  build  tanks,  power  stations,  telephone  lines,  employee  houses  and  other  structures 
on  said  land,  necessary  or  useful  in  Lessee's  operations  in  exploring,  drilling  for,  producing,  treating,  storing  and  transporting  minerals  produced 
from  the  land  covered  hereby  or  any  other  land  adjacent  thereto.  The  land  covered  hereby,  nerein  called  "said  land,"  is  located  in  the  County  of 
Tarrant,  State  of  Texas,  ana  is  described  as  follows: 

BEING  0.385  acres  of  land,  more  or  less  out  of  the  Dempsey  C.  Pace  Survey  A-1245,  Lot  6,  Block  1,  The  Highlands  Phase  II,  an 
Addition  to  the  City  of  Fort  Worth,  Tarrant  County,  Texas,  according  to  the  plat  thereof  recorded  in  Cabinet  A,  Slide  3555,  Plat 
Records,  Tarrant  County,  Texas,  and  being  more  particularly  described  in  a  Warranty  Deed  with  Vendor's  Lien  dated  July  24, 1998. 
from  James  Homes  Incorporated,  A  Texas  Corporation,  dba  Dakota  Homes,  to  Rodney  L.  Watson,  and  Barbara  F.  Watson,  husband 
and  wife,  and  recorded  in  Volume  13343,  Page  467,  of  the  Deed  Records.  Tarrant  County,  Texas,  and  amendments  thereof,  including 
streets,  easements  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 

This  is  a  non-developmental  Oil  &  Gas  Lease,  whereby  Lessee,  its  successors  or  assigns,  shall  not  conduct  any 
operations,  as  defined  herein,  on  the  surface  of  said  lands.  However,  Lessee  shall  have  the  right  to  pool  or  unitize  said  lands, 
or  part  thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit. 

This  lease  also  covers  and  includes,  in  addition  to  that  above  described,  all  land,  if  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 
described  and  (a)  owned  or  claimed  by  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded  instrument  or 
(b)  as  to  which  Lessor  has  a  preference  right  of  acquisition.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  by  Lessee  for  a 
more  complete  or  accurate  description  of  said  land.  For  the  purpose  of  determining  the  amount  of  any  bonus  or  other  payment  hereunder  said  land 
shall  be  deemed  to  contain  0.385  acres,  whether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  in  any  tract  shall  be  deemed  to 
be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

2.  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of 
3    years  from  the  date  hereof,  hereinafter  called  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted 

upon  said  land  with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3.  As  royalty,  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells,  the  equal 
1/4  part  of  all  oil  produced  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessor  the  average 
posted  market  price  of  such  1/4  part  of  such  oil  at  the  wells  as  of  the  day  it  is  run  to  the  pipe  line  or  storage  tanks,  Lessor's  interest  in  either  case, 
to  bear  1/4  of  the  cost  of  treWng  oil  to  render  it  marketable  pipe  line  oil;  (b)  To  pay  Lessor  on  gas  and  casinghead  gas  produced  from  said  land 
(1 )  when  sold  by  Lessee,  1/4  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Lessee  off  said  land  or  in 
the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  the  well,  of  1/4  of  such  gas  and  casinghead  gas;  (c)  To  pay 
Lessor  on  all  other  minerals  mined  ana  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  either  in  kind  or  value  at  the  well  or  mine  at  Lessee's 
election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of  the  primary  term  or 
at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  portion  thereof  has  been  pooled,  capable 
of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in  force  as  though  operations  were  being 
conducted  on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued  in  force  as  if  no  shut-in  had  occurred. 
Lessee  covenants  and  agrees  to  use  reasonable  diligence  to  produce,  utilize,  or  market  the  minerals  capable  of  being  produced  from  said  wells, 
but  in  the  exercise  of  such  diligence.  Lessee  shall  not  be  obligated  to  install  or  furnish  facilities  other  than  well  facilities  and  ordinary  lease  facilities  of 
flow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms  unacceptable  to  Lessee.  If,  at 
any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  period  of  ninety  consecutive  days,  and  during  such  time 
there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period,  Lessee  shall  pay  or  tender,  by  check  or  draft  of 
Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby.  Lessee  shall  make  like  payments  or  tenders  at  or 
before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  is  being  continued  in  force  solely 
by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shall  be  made  to  the  parties  who  at  the  time  of  payment  would  be 
entitled  to  receive  the  royalties  which  would  be  paid  under  this  lease  if  the  wells  were  producing,  and  may  be  deposited  in  such  bank  as  directed 
by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  in  the  ownership  of  shut-in  royalty.  If  at  any  time 
that  Lessee  pays  or  tenders  shut-in  royalty,  two  or  more  parties  are,  or  claim  to  be,  entitled  to  receive  same.  Lessee  may,  in  lieu  of  any  other 
method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified,  either  jointly  to  such  parties  or  separately 
to  each  in  accordance  with  their  respective  ownerships  thereof,  as  lessee  may  elect.  Any  payment  hereunder  may  be  made  by  check  or  draft  of 
Lessee  deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a  depository  bank  provided  for  above  on  or  before  the  last 
date  for  payment.  Nothing  herein  shall  impair  Lessee  s  right  to  release  as  provided  in  paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in 
whole  or  in  part,  liability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by 
each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease, 
and/or  with  any  other  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres, 
plus  1 0%  acreage  tolerance;  provided,  however,  unrts  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to 
any  one  or  more  horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  1 0%  acreage  tolerance,  if  limited  to  one  or  more  of  the  following: 
(1 )  gas,  other  than  casinghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3)  minerals  produced 
from  wells  classified  as  gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the 
time  established,  or  after  enlargement,  are  permitted  or  required  under  any  governmental  rule  or  order,  for  the  drilling  or  operation  of  a  well  at  a 
regular  location,  or  for  obtaining  maximum  allowable  from  any  well  to  be  drilled,  drilling,  or  already  drilled,  any  such  unit  may  be  established  or 
enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  snail  exercise  said  option  as  to  each  desired  unit 
by  executing  an  instrument  identifying  such  unit  and  filing  it  for  record  in  the  public  office  in  which  this  lease  is  recorded.  Such  unit  shall  become 
effective  as  of  the  date  provided  for  in  said  instrument  or  instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
shall  become  effective  on  the  date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any 
time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said 
land,  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other  land  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective 
for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  in  lands  within  the  unit  which  are  not  effectively 
pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for  all  purposes,  except  the  payment  of 
royalty,  operations  conducted  upon  said  land  under  this  (ease.  There  shall  be  allocated  to  the  land  covered  by  this  lease  within  eacti  such  unit  (or 
to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized 
minerals  from  the  unit,  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface  acres  in  such  land  tor  in  each  such 
separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit,  and  the  production  so  allocated  shall  be 
considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire 

? reduction  of  unitized  minerals  from  the  land  to  which  allocated  in  the  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease, 
he  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of 
shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  The  formation  of  any  unit  nereunder 
which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including,  without 
limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between  parties  owning  interests  in  land  covered  by  this  lease  and 
parties  owning  interests  in  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof, 
except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  allpooled  leases 
are  released  as  to  lands  within  the  unit.  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for 
record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 


S^i1?,;™!^?!!^^  T??y  amended,  informed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
original  forming  thereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  in  which  the  pooled  acreage  is  located.  Subject  to  the 
EE^S?r5£IH?  EfEiSfP"  4' a  unrt  «we  established  hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  shall  remain  in  force.  If 
2t£S?h      or  hereafter  ravers  separate  tracts,  no  pooling  or  unitization  of  royalty  interests  as  between  any  such  separate  tracts  is  intended 

SJ^rS  .to^?n£!^-m8!^  ™  "^'^  W1  rf  800,1  Wate  *****  wthin this  lease  Lessee  sna»  nevertheless  have  the  SBto 
SJ^-iS!^aiB58flded  ,n  thllP!ira§£'ph  4uyvrth  co^HSS1  al,ocatlon  of  production  as  herein  provided.  As  used  in  this  paragraph  4,  the 
partof  th^s^SmTsS  3ny  ownersn,p  differin9,  ^  «"  hereafter,  either  as  to  parties  or  amounts,  from  that  asfo  any  other 

oort  £  iffjfe  mayjt  any  time  and  from  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  any 
part  or  all  of  said  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage  or  interest 

anH£  ^SSSl1SJj^i!t^^^!SSSS  "°Perai9ns"  shall  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite  location 
S^n^SSJ^ta  ^^'SKPSV'  reW0l1?in9'  recompletjng,  deepening,  sidetracking,  plugging  bacK  or  repairing  of  a  well  in  search 
StSKL8"  t63^  to  oWainpfoducbon  of  cCgas,  sulphur  or  other  minerals,  excavating  a  mine,  production  of  oil,  gasT sulphur  or  other  mineral 
wnetner  or  not  in  paying  quantities. 

 J;  ^^seeshall  have  the  use,  free  from  royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  aH 

°5?22ns  hereurK,er.  L68**  have  2*  W  at  any  time  to  remove  all  machinery  and  fixtures  placed  on  saffiand,  in^nott^ght  to  draw 
cFteT  ^s,ng^  ^liD?"  driNed  than  200  feet  to  the  house  or  bam  now  on  said  land  without  tre  Unbent  of  ^e  Les^r  Lessee 
shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

™  JLItf  ^La~£^ie  °f  aT?lrty  heTft£  rniay  56  ¥3PnSd  ^  t"m?  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the 
SShSSS^ffiSSJL8?  ^aderat,ons  pf  this  lease  shafextend  to  and  be  binding  upon  the  parties  hereto,  their  heirs,  successors,  assigns, 
!^ii^S^fhi^SS^ii?  ?         ID  ^  pwnershp  of  said  land,  royalties,  or  other  moneys,  or  any  part  thereof,  howsoever  effected 

rfilKSS?  HSSTO*01^  **  6mr&  the  nghts  of  Lessee,  including,  but  notlimited  to.  the  location  and  drilfing  of  wells  and  the  measuremen 
?L^L^io^W,t5ftanding  cc  constructive  knowledge  or  notice  thereof  of  or  to  Lessee  its  successors  or  assigns  no 

ShSSZ.  T^Mh16         hip  **  3li  and  <*  of  the  ^afiS?i/)r  otnF  moneys,  or  the  right  to  receive  the  same,  howsoever  effecteci,  stall 
fe^fS  SSL??*!*1  rB00ld  Iowmor  J*  fls  lease  ""til  sixty  (60)  days  after  there  has  been  furnished  to  such  record  owner  at  his  or  its  prihcipal 
FJwLS i  SS*8  f  £y  Le5f°r  or„lr5s^?rE  S6"'8,  successors  or  assigns,  notice  of  such  change  or  division,  supported  by  either  originals  or  duly 
SS^iS^S^VSSfi  J*1*  teweJ*8n  ftS  r  record  and  ****  evioWe  such  changSor  divfsion,  and  of  such  court 

S^hf ™pI°^in9sf*transcnR?'  5  other  documents  as  shall  be  necessary  in  the  opinion  of  such  recordowner  to  establish  the  validity  of 
f^h  ^SSSL^^^'  'f  any  mch  ia.??i '^°y^^h|P5^S  bV/^^  of  the  death  of  the  owner,  Lessee  may,  nevertheless  pay  or  tender 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

i  «c  JL'  ^^li^SSOr  T^iSfi5  ^  Les^Se  1135  "?  compWoJ  ^  all  its  obligations  hereunder,  both  express  and  implied,  Lessor  shall  notify 
SfSSf  ^^'."Su^SS^  sP^foally  in  what  respects  Lessee  has  breached  this  contract.  Lessee  shaHthen  have  sixty  (60)  days  after  receipt 
S^tMif^y0  melor  opmm«noe  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  sad  notice TsharH fe 
S^JlS^^I^a^.^OT^i^r(2nsa'd  ease /or  any  cause,  and  rwsuchactionshall  be  brought  until  the  lapse  of  sixty  (60)  days 
^iS^^^  **  s*™™  of  said  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or  any  of  tfie 

SSSJfflK^Sfi.  }fJ^nedJl^dmtsSK3n-  °T  Presurnp^on  that  Lessee  has  failed  to  perform  aff  its  obligations  hereunder.  If  this  lease  is 


a?arer^ 

o?aSv^e^o7£r?e^c^lti^s    acreage  93  retained  and  ^  not  be  required  to  move  or  remove  any  existing  surface  facilities  necessary 

i^JS;^0^J?ere^ir^rraiIts  aiS  a9rees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 

^^tsh^^5  i£a 1  he  charged  wimanly  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  bu?  Lessor 

ri^J^te^^Jj3^6^^  anv  Gme  t0  Payor  reduce  same  for  Lessor,  either  before  or  after  maturity  and  be  subrogated  tothe 

S^^iS^Sw^JlS  ftSK**  3FnourAs  ^  W Joni 'royalties  or  other  payments  payable  or  which  may  become  payable  to\ Less? 

SSfiSSES-  t3&f&8  leasf-  '.!inis  "^S?  SP"8!*  a  leSs  !ntarest  ,n  the  oil,  gas,  suTphur,  or  other  minerals  in  all  or  any  part  of  said  land  than  the 

S^triSSSfiS^^  Sf^uS^ST  h6380^8  ^f51  ^^"JPf^^  <*  ?,runo  interest  therein,  tHehthe  royalties  and  other 
moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  fii  nterest,  shaH  be  paid  onrv  in  the  DroDCrtion  which  the  interest 

^STOfSete  Th'S  16856  Sha"  66  Wnding  ^        ^  ^°  *  ^ 


12Li5?80r  ag^es  *1? this  I6386  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  wdl(s)  and/or  wellborefs)  on  said 

«i«in«?^?S?i18tand,n9  an^hin-9ut0utheuContrarY.  contaLned  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
SSSiS^S^!^^'  a  tas  bee^  d,nJled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  payinq 

quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed.  H-uuuwr  iy  ^yi.iy 

r«friw1^«™IVfef  IfJ?  f  ^t^P^ent  ^  the  viciniW  of  said  land  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
£?ri  i^ri^Tw  ^s2*fort(hl1  *KS  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
S22ntk^^eSS0^  for  dP]'  ng.  reworking  or  other  operations.  Therefore,  since  drilling, 

IS223^^0^2ffe^nsrfare  ?ftheJ^  rest-noted  or  not  allowed  on  said  land  or  other  leases  n  the  vicinity,  it  is  agreed  that  any  such 
SSSSSSTthSPSSh?1  at «  surface  locatloi]  ci^alJani or  ^ of..,?nds  ^  "W*  sa'd  'and  are  pooled  in  accordance  with  thisleasj 
Cndi?^ri  lind^rffi  directional  weH  for  the  purpose  of  drilling,  reworking,  producing  or  other  opeVations 

mSiS in ?&  n^n^hfi^^^^V^  P""^888  of  M- lease  be  deemed  operations  conducted  on  said  land/ Nothing 
except  as  expressly  stite§      intended  to  modrfy  anv  surface  restnctions  or  pooling  provisions  or  restrictions  contained  in  this  lease. 


IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


BY:  Rodney  L  Watson  /  BY:  Barbara  F.  Watson 

STATE  OF       Texas  } 

}  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF   Tarrant_  }  ' 

This  instrument  was  acknowledged  before  me  on  the  /€  day  of  +c>Me /~    .  2008  by  Rodney  L.  Watson  and  Barbara  F 

Watson,  husband  and  wife. 


"  ■>«'''/!    "cHADLERC-  CAMPBELL 


-    «4  -  -      My  Commission  Expires     II  Signature  .   

mJW        August  28. 201 1        _ll  Notary  Public 

Printed     ^Ae^/far-      <T7      (^Z^^Jg )  / 

My  commission  expires:  "  — 


ADDENDUM 

S2^S?J?«S2D  MADE  A  PART  0F  THAT  CERTAIN  OIU  GAS  AND  MINERAL  LEASE  DATED  (Dei  fS  .  2008 
«  2^51« ^E.Y^WA7S0N  AND  BARBARA  F-  WATSON  AS  LESSOR,  AND  XTO  ENERGY  INC.,  AS  LESSEE,  COVERING 

cownT  lix^s  LESS'  °UT  °F  ™E  Dempsey  a  Pace  SURVEY'  Abstract  Number  1M*  "  TARRAN' 

ZSbPSM  any  pr™s,ons  to  the  C0im«wr  C0NTA,NED  IN  THE 


15. 


Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and 
gas  means  oil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a 
well  bore. 


16.  Gas  Royalty.  Lessor's  royalty  shall  be  calculated  free  and  clear  of  costs  and  expenses  for  exploration  drilling 
development  and  production,  including,  but  not  limited  to,  dehydration,  storage,  compression  separation  by 
mechanical  means  and  product  stabilization,  incurred  prior  to  the  oil,  gas  and  other  mineral  production  leaving  the 
leased  premises  or  pnor  to  delivery  into  a  pipeline  or  gathering  system,  whichever  occurs  first;  provided  however  (a) 
Lessee  shall  have  free  use  of  produced  oil  and  gas  for  operations  conducted  on  the  leased  premises  or  lands  pooled 
therewith,  and  the  royalties  on  oil  and  gas  herein  provided  shall  be  computed  after  deducting  any  so  used  and  (b) 
Lessor  s  royalty  shall  bear  its  proportionate  share  of  all  ad  valorem  taxes  and  production,  severance  and  other  taxes 
and  the  actual,  reasonable  costs  (including  compression  and  related  fuel  charges)  paid  to  or  deducted  by  an  unaffiliated 
third  party  to  transport,  compress,  stabilize,  process  or  treat  the  oil,  gas  and  other  mineral  production  off  the  leased 
premises  in  order  to  make  the  oil,  gas  and  other  mineral  production  saleable,  increase  its  value  or  in  order  to  qet  the  oil 
gas  and  other  mineral  production  to  a  market. 

17.  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  dnlled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90  - 
day  penod  and  thereafter  on  or  before  each  anniversary  of  the  end  of  said  90  -day  period  while  the  well  or  wells  are 
shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being 
maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or 
lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such 
operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that 
after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of 
shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years. 

18.  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit, 
explore  for,  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface  locations 
off  the  leased  premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights  associated  with 
instruments  other  than  this  lease. 

19.  Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of 
the  primary  term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate 
as  to  all  rights  lying  below  one  hundred  feet  (100')  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled. 

20.  No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease, 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  arise  by 
common  law  or  by  statute,  including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors),  are 
excluded.  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate,  then  the  royalties  (including 
shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will  use  all  its  reasonable  efforts  to 
assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this  lease;  provided, 
however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement,  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 
option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the 
rights  of  the  holder  thereof. 


Executed  on  the  date  first  written  above. 
Lessor: 


Rodney  L.  Wtatson 


